Abstract:-In the last twenty five years of economic liberalization foreign direct investment has assumed immense importance in policy frameworks and academic discourses around the world. The total inflow of FDI to India in the last 25 years stands at Rs.21, 35,313.47 crs.Within India; Karnataka is one of the leading destinations for FDI inflows. Karnataka being a reform oriented state has taken several policy initiatives right from 1991 to attract FDI. This has resulted in the rapid growth of FDI to Karnataka. In 2015 the cumulativeFDI inflows to Karnataka stood at Rs. 1, 73,839.17crs thereby making Karnataka as the third largest state attracting FDI in the country. In this context the present paper aims at making a critical analysis of FDI inflows to Karnataka from 1991 to 2015 which will help in the formulation of appropriate policy measures to attract more FDI to the state.
II. REVIEW OF LITERATURE:
FDI being the prominent issue in the last 25 years, large numbers of studies have been carried out pertaining to the diverse aspects of FDI both at national and international level. However, due to the nonavailability of systemic data at regional level; very few studies have been carried relating to FDI inflows to states. Some of the important studies that are reviewed here are Bajpai and Sachs (2000) in their study 'Foreign Direct Investment in India: issues and problems' found that FDI in India has moved to the reform oriented states "fast moving reformers have tended to attract higher investments, both from foreign and domestic investors". Padhi,Satyaprasad (2002) notes that the initial level of manufacturing influenced the location of FDI inflows in India.Therefore,the states with good infrastructure base have succeeded in attracting more FDI than their counterparts. Morris (2004) on the other hand states that FDI in India has concentrated in the states with largest and best cities and attributed the modest FDI in Gujarat to its inability to develop a city like Bangaluru.Based on the examination of states wise approvals of FDI during 1991-2001 Singh and Srinivasan (2004) concludes that variations in FDI across states could be influenced by specific policy initiatives and narrowly focused government investments in infrastructure. By studying the new projects that 
II. OBJECTIVES:
The main objectives of the paper are 1. To study the FDI trends to Karnataka in the last 25 years 2. To analyse the sectoral distribution of FDI in the state 3. To study the country wise source of FDI inflows to Karnataka 4. To make suitable policy suggestions
III. HYPOTHESES OF THE STUDY:
The study keeps following hypotheses for analysis 1. There is an unsteady growth in FDI inflows to Karnataka. 2. The pattern of FDI in terms of country, sector has undergone significant change over the period of time.
IV. DATABASE AND METHODOLOGY:
FDI being a recent phenomenon, systemic data on FDI with regard to states is very scant. The only source of data available are RBI,CMIE and Karnataka Udyog Mitra(KUM).This study has been carried based on the data available from these 3 sources. The time period taken for analysis is from 1991 to 2015 i.e. 25 years of liberalization so that comprehensive and meaningful inferences can be derived. Simple tabular form, percentile, graph and Pie charts have been used to analyse and present data effectively.
V. CRITICAL ANALYSIS OF FDI INFLOWS TO KARNATAKA FROM 1991 TO 2015:
A) Trends of FDI inflows to Karnataka: Karnataka being one of the modestly developed and pro-reform oriented states in the country has initiated several policy measures to attract FDI right from the beginning of liberalization era. In 1992 to itself Government of Karnataka established a single window agency called Karnataka Udyog Mitra to attract both domestic and foreign investment to the state. As a result today Karnataka has emerged as an important destination for FDI inflows. Trends of FDI inflows to Karnataka in the past 25 years are presented in the following table. During the period 2000-08, the trend of FDI distribution changed, computer and software (Rs.422.70 crs) housing and real estate (Rs.280.31crs) service sector (Rs.268.06crs), construction activities (Rs.143.79crs), telecommunication (Rs.120.17crs) topped the FDI inflows to the state. These five activities received total FDI inflows of Rs.12, 350.54crs which accounted for 51.69% of total FDI inflows during the period. In the period 2000-2015 computer and software activities received FDI of Rs.18,329.27crs,followed by trading Rs.15,087crs,service sector Rs.12,82.84crs,construction activities Rs.8,357.76crs and chemicals Rs.3,677.90crs.The combined FDI inflows to these 5 sectors amounted to Rs.58,273.61crs which accounted for 55.31% of total FDI inflows to the state during the period. From the above analysis it is clear that in the initial years of liberalization the traditional sectors i.e. fuels, transportation, electrical activities received highest FDI because of existence MNC's already in these activities in the state. But, since 2000 onwards the sunrise sectors viz. computer and software development, housing and real estate, service sector, telecommunication, construction, chemicals and fertilizers activities dominated FDI inflows. This is due to the tremendous growth of information technology sector globally and emergence of Bangalore as the IT & BT hub in the country. The sectoral distribution of FDI in the state during the period has been depicted in the following Pie chart.
C.Country wise FDI inflows:
Foreign direct investment is the global inflow of capital in the host country or state. Many countries across the world have invested in India since liberalisation.The country wise inflow of FDI to Karnataka is presented in the following table. 
VI. CONCLUSION:
The critical analysis FDI inflows to Karnataka leads to the conclusion that Karnataka is one of the leading and predominant state in India as far as FDI inflows is concerened.The total FDI inflows to Karnataka in the last two and half decade amounts to Rs.1, 73,839crs thereby making Karnataka as the third largest state attracting huge amount of FDI.But, the growth rate of FDI to the state is not steady. The sectoral distribution of FDI shows that over the period of time FDI is mostly concentrated in few predominant sectors like computer software, construction, real estate, telecommunication etc. rather than diversifying into other sectors. The country wise FDI inflows reveals the fact that though Mauritius and Singapore have emerged as the top countries investing in Karnataka, the traditional investors USA,Japan ,Germany have remained prominent This leads to the conclusion that state has failed to diversify the sources of FDI inflows. In the light of above discussion the paper offers following suggestions. 1. Systemic efforts should be made to study the mindset of the foreign investors so, that appropriate policies and programmes could be devised to attract more FDI to the state. 2. Government has to identify the potential areas which could attract FDI rather than showcasing only IT and BT sectors .Agro products processing, horticulture, dairying, mining, tourism, medical facilities, educational training and research etc. are some of the potential areas which could attract FDI. 3. The state government should identify potential countries viz. Middle East, Australia, South East Asia, Canada from which FDI could be attracted. 4. Apart from this the state government has to take measures to improve the infrastructure which is constraining both domestic and foreign investment flows to the state. 5. Last, but not the least steps should be taken to take FDI to the new and backward regions of the state. So that fruits of FDI could percolate down to the remotest part of the state in equitable manner.
